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1-month real return on T-bills
  and previous month’s real
  growth in NBR .046 –.063
1-month real return on T-bills
  and previous month’s real
  growth in T-secs .137 .107
Real monthly growth in NBR
  and T-secs .048 –.007
Notes: NBR = real per capita value of nonborrowed reserves;
and T-secs = real per capita value of outstanding Treasury
securities.









1-month real return on T-bills
  and previous month’s real
  growth in NBR .056 .138
1-month real return on T-bills
  and previous month’s real
  growth in T-secs –.008 .142
Real monthly growth in NBR
  and T-secs –.060 –.118
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Note: Figure displays rolling standard deviations of monthly
growth rates of real per capita supplies of T-secs and the
monetary base, 1920–99.
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Note: Figure illustrates effects, in percentage points, of one
standard deviation surprises in inflation and growth in the supply
of T-secs on annualized real T-bill returns.
46.2% in 1946

















































































1920–99 1920–46 1947–79 1980–99 1980–99
Constant .0001 .0002 .0000 –.0000 –.0000
(0.60) (1.04) (0.01) (–0.24) (–0.29)
1, ˆu
t t g ￿ .0274 .0140 .0069 .0100 .0104
(7.45) (1.97) (1.42) (2.37) (2.66)
,1 ˆ
u
tt￿ Q –1.082 –.9963 –.3837 –.3446 –.3537
(–17.31) (–9.43) (–6.04) (–6.54) (–6.79)
R2/(DW) .361 .255 .092 .206 .216
(1.98) (1.19) (1.70) (1.81) (1.77)
N 919 290 370 205 205
Notes: The dependent variable is the unanticipated real return on a three-month T-bill,  ,1 ˆ .
u
tt r ￿  The table presents coefficient
estimates for equation 5 over the subperiods included in figures 2–6, with T-statistics in parentheses. The R2 and Durbin-Watson





























Note: Figure illustrates effects, in percentage points, of one
standard deviation surprises in inflation and growth in the




















Note: Figure illustrates effects, in percentage points, of one
standard deviation surprises in the price level and T-sec




















T-bill and T-note supply risk
Note: Figure illustrates effects, in percentage points, of one
standard deviation surprises in inflation and growth in the
supply of T-bills and T-notes on annualized real T-bill returns.





















Note: Figure illustrates effects, in percentage points, of one
standard deviation surprises in inflation and growth in the
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g = T-bills
and notes






g = Marketable T-secs
Constant –.0014 –.0033 .0014 –.0002 –.0008
(–0.55) (–0.50) (0.57) (–0.06) (–0.19)
1, ˆu
t t g ￿  .1085 –.0851 –.0558 –.2390 –.1476
(1.20) (–0.42) (–0.36) (–0.76) (–0.503)
,1 ˆ
u
tt￿ Q 0.2446 5.753 –5.571 –6.013 –6.296
(0.16) (1.92) – (2.81) (–1.53) (–1.61)
R2/(DW) .002 .014 .022 .013 .014
(1.76) (1.96) (1.84) (1.78) (1.77)
N 919 290 370 205 205
Notes: The dependent variable is the unanticipated real return on a one-month investment in the S&P 500 portfolio, ,1 ˆ .
u
tt s ￿
The table presents coefficient estimates for equation 6, with T-statistics in parentheses. The R2 and Durbin-Watson (DW)
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T-bills Monetary
S&P 500 T-bills and notes T-secs base
1920–99
Real return on S&P 500 1.00
Real return on T-bills –0.034 1.00
Growth in real T-bills and notes 0.046 0.071 1.00
Growth in real T-secs 0.006 0.110 0.669 1.00
Growth in real monetary base 0.067 0.235 0.040 0.142 1.00
1920–46
Real return on S&P 500 1.00
Real return on T-bills –0.075 1.00
Growth in real T-bills & notes –0.022 0.108 1.00
Growth in real T-secs 0.040 0.048 0.680 1.00
Growth in real monetary base 0.064 0.161 0.067 0.145 1.00
1947–79
Real return on S&P 500 1.00
Real return on T-bills 0.028 1.00
Growth in real T-bills & notes 0.040 0.096 1.00
Growth in real T-secs 0.003 0.185 0.575 1.00
Growth in real monetary base 0.011 0.470 0.017 0.112 1.00
1980–99
Real return on S&P 500 1.00
Real return on T-bills –0.032 1.00
Growth in real T-bills & notes –0.061 0.188 1.00
Growth in real T-secs –0.050 0.208 0.962 1.00
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Note: Figure illustrates effects, in percentage points, of one
standard deviation surprises in inflation and growth in the

























tt t ￿ ￿ Q –.9644 –.9370 –.9501
(–27.10) (–20.54) (–21.32)
R2/(DW) .796 .683 .704
(2.09) (1.50) (1.50)
N 196 205 205




tt t r ￿￿
The table presents coefficient estimates for equation 8, with T-statistics in
parentheses. The R2 and Durbin-Watson (DW) statistics and number of
observations (N) for each regression appear in the final two rows.








































Note: Figure illustrates effects, in percentage points, of one
standard deviation surprises in inflation and growth in the
supply of T-secs on annualized real one-month returns on T-bills.
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The effects of foreseen policy changes:






















T-bill and T-note supply risk
Note: Figure illustrates effects, in percentage points, of one
standard deviation surprises in inflation and growth in the supply
























tt t ￿ ￿ Q –4.153 .6752 .1401
(–1.913) (0.24) (0.05)
R2/(DW) .023 .019 .020
(1.93) (1.71) (1.73)
N 196 205 205
Notes: The dependent variable is the unanticipated real return on the
S&P 500, 
*
1, 1 ˆ .
u
tt t s ￿￿  The table presents coefficient estimates for equation 9,
with T-statistics in parentheses. The R2 and Durbin-Watson (DW) statistics and
number of observations (N) for each regression appear in the final two rows.





























































































Note: Figure displays rolling standard deviations of surprises to
monthly growth rates of real per capita supplies of T-secs and
the monetary base, 1960–99.
M-base























































































ratio of securities to GDP
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